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ABSTRACT: The purpose of this document is to criticize the contribution principle in
order to rediscover the transforming dimension of the social policy in the process of
configuring a society that ensures the “right to existence”. Progress must be made
towards breaking the “wage dependence” over economic and social rights and
advance towards the guarantee of voluntary full employment. Vindication of the
transforming dimension of the social policy lies in scorning the liberal notion of
citizenship and breaking the close and deep connection between contribution
principle, the myths that support it, and the social policy. Today, the individual,
unconditional and universal basic income model constitutes a fundamental element
for contemporary renewal of the social policy in terms of its reunion with its
transforming dimension. The citizen’s basic income also offers an alternative to the
diverse institutional configurations of the State of welfare and the social protection
systems “moving a step forward”.
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Introduction

The neoliberal aggression has opened an opportunity for rethinking social policy and
setting fairer and innovative redistributive scenarios of social protection. Indeed,
neoliberalism has made it possible to visualize alternatives to socio-economic orders,
capable of transcending the sociopolitical, economic and policy limitations of
protection and social policy models that preceded it and gave up to its forces.
Particularly, new economic and social conditions of the contemporary world, as well as
discussions and developments stimulated by neoliberalism on the field of theories of
justice, have formed a favorable space for thinking about the “de-salarying” of
economic and social rights: it is currently possible to justify social policy models
unsupported in the agents-labor market relationship and not based on the defense of
contributory principle. It is nowadays possible to require “a right to exist” within the
framework of a “without consideration” social policy. One of the most innovative and
interesting dimensions of the citizen’s basic income is the end of the contributory

principle.

The contributory principle has been the cornerstone of modern social policy.
Combined with the defense of the work ethics, such principle has been functional for a
liberal model of social policy supported on the citizenship- employment — social
security triad. Rather than rescuing the transformative dimensions of social policy, this
model has established a governmentalist vision of social policy that has done little to
redistribute wealth and much to ensure reproduction of the existing capitalist order.
Thus, the end of the contributory principle as a fundamental pillar of social policy,
represents one medium to rescuing the transformative dimension of social policy,
transcending the basic foundation of welfare regimes that preceded the negligible
neoliberal model. Therefore, the document presents socio-political, economic and
policy arguments in favor of abolishing the contributory principle, and displays the
transformative power of a universal, unconditional and individual citizen’s basic
income, in the context of the contemporary restructuring of the State of welfare state

and the overcoming of the neoliberal model of social policy.



Criticisms made to basic income regarding its unconditional nature and its rejection of
the contribution principle, have a religious, socio-politic and economic origin. As for
the religious origin, the Judeo-Christian tradition has considered as dogmatic Paul’s
sentences which state that “Bread is earned by the sweat of one’s brow” and
“Whoever does not work shall not eat”. From a socio-politic view, concern is focused
on the probable evil effects that basic income might generate over the socialization
and social control mechanisms associated to the work ethics and the contribution

principle. Such concern is reflected in the following quote:

“Building of a universal social security system that exerts its control function over
the population and that has very diverse types of labor insertion mechanisms
implies, in one hand to uncouple social security from the sole steady wage-
earning labor, but, on the opposite sense it implies also not to completely
dissociate social security from labor. Outcome from the trend to dissociate social
security from labor will take place as a kind of unconditional universal allowance
that (...) is entirely discharged of the control functions assigned to a social security
system, to assign them exclusively to a police repression system” (Lautier, 2006:

673).

Lastly, in the economic field, basic income is objected based on its inherent rejection of
the contribution principle. Criticisms arise in association to the supposed economic

impossibility to make basic income feasible and sustainable.

The purpose of this document is to criticize the contribution principle as foundation of
the social policy in order to rediscover the transforming dimension of the social policy
in the process of configuring a society model that ensures the “right to existence”,
without regard to individual’s disposition towards work. The aim of this critical view is
to distort liberal concept of citizenship as a category jointed to agents’ civil and social
security conditions and its unfailing defense of the possibilities to establish order and
control through social policy management. Likewise, liberal’s perspective related to
the internalization of the work ethics and the employment as mandatory conditions to

exert full citizenship will also be reviewed, and, under the assumption of the



withdrawal of the contribution principle, the path to build a new State of welfare,
capable of transcending the restrictions imposed historically by such principle on its
diverse liberal, conservative or social-democratic configurations will be drawn. An
innovative view of “work as an asset” and several economic myths around the

contribution principle will also be presented.

The first section analyzes the citizenship’s concept from the security’s perspective
placing emphasis on its priority for redistributing social risks in a horizontal manner but
failing to establish mechanisms for vertical redistribution of income and wealth. As it
will be pointed out, the liberal concept of citizenship might be understood as the
establishment of a corresponding model of social order based on the work ethics and
the rejection of any social policy model “without consideration”. This aspect has been
characteristic of all historical configurations of the State of welfare and hence,
constitutes the objective towards which all those criticisms aimed to rescue the
transforming dimension of the social policy, as noted in the second section, must be
addressed. In this way, the pragmatic and normative redefinition of employment in
the capitalist society, presented in the third and fourth sections of the document, will
enable proposing some of the basis to configure a State of welfare model distant from
the liberal concept of citizenship and critic of the economic myths that surround the
contribution principle. At the end, a brief conclusion stating how the citizen’s basic
income will promote social transformation processes in the contemporary world is

included.

1. Citizenship, Social Control and Work Ethics

At capitalism origins the work ethics was conceived as a value that honored and
categorized individuals. Work was considered as the basis of progress and every
individual action which opposed it was deemed immoral, barbarous or antisocial.
Work, hence, became a disciplinary and social control mechanism which acted as a
catalyst for the modernization process and the molding of individuals into gear
assemblies of the complex machinery of capitalist development: “The crusade for the

work ethics became the fight to impose control and subordination. It referred to a



struggle aimed to gain power over everything, except name; a quarrel to oblige
workers to pay tribute to the work ethics and work’s nobility through a life which was

neither noble nor adjusted to its own moral principles,” (Bauman, 2003: 21).

It was considered that work educated and civilized people. Idleness was looked with
scorn and the sale of the work force became the unique decent and morally acceptable
manner to earn the right to life. Social policy, seen from this angle, should be as
degrading and contemptible as possible to lead poor people to work®. This is the first
link between social policy, labor and control: Social policy must be built on a miserable
way to induce individuals to work and must promote and reproduce social control
mechanisms in the form of subordination, routine, discipline and supervision. The
work ethics was conceived in opposition to freedom: “Unemployed people were
people without boss; people out of control: nobody watched them, nobody supervised
or subdue them to a regular routine reinforced by appropriate sanctions” (Bauman,

2003: 35).

Later on, this work picture was modified and labor evolved from its consideration as an
end to be considered as a means: In the context of the industrial spirit and the social
ascending mobility work was conceived as a means for freedom, wealth and social
security. The contribution principle, the reward to effort and the distinct salaries
served as means for social promotion and differentiation. If at first social policy was
associated to work as a means to balance its poverty and establish salary relations,
during the 20th century social policy got articulated to work because work was its
whole foundation: Materialization of economic and social rights was entirely
dependent on labor and full employment. The contribution principle served as control
mechanism, and together with the defense of the social ascending mobility

possibilities, tarnished the dimension of the social policy that looks for the

! This was the philosophy of the “Poor Law” established in England throughout 1820 and 1830: “Even
the most miserable wages and the most exhausting and tedious factory routine seemed to be
acceptable (and moreover desirable) when compared to a poorhouse (...) The more frightening were the
news filtered through the poorhouse walls, the more appeal to freedom will new factory slavery have;
factory’s miserable life, in comparison, seemed to be a stroke of luck or a blessing (...) The horrifying
ugliness of life in poorhouses which served as reference point to assess factory’s life enabled employers
to undermine workers resistance without fear of rebellion or work abandonment” (Bauman, 2003: 28-
29).



transformation of the social structures. Entitlement to work was erected as the
foundation of social order and integration under the framework of capitalism welfare.
The meager character of a social policy that in the nineteenth century was supposed to
lead to work, was displaced, in the twentieth century by a definition of a contributive

social policy that did not work without consideration.

The mercantile character of a social policy based on the consideration and
proportionality of the work effort soon extended to all welfare regimes implemented
after Second World War. Despite of their diversity in terms of the roles assigned to the
State, the market or the family, all of them shared the defense of the work ethics and
the indisputable idea of the contribution principle. Effectively, without regard of the
differences in the level of defamilization or decommodification of the liberal,
conservative or social-democratic regimes, it is evident that none of them rejected or
replaced work as the foundation basis of the system, and that the scope or boundaries
of their welfare models merely reflected the particular mechanisms to regulate or
promote the dynamics of the work markets. Particularly, the social-democratic model
was the higher defender of a full employment policy which, beyond maximizing
society’s production dimensions, will serve as corner stone for building a truly

comprehensive and progressive model of a State of welfare (Goldberg, 2000).

In this sense, citizenship is a notion connected inevitably to the ideals of security,
protection and employment, and is ground to explain why, from the liberal
perspective, social policy is conceived from views with a greater or lesser degree of
integration of social security and protection that share a common origin in a principle
which articulates freedom and security, and associates servitude and poverty to risk

and uncertainty.

In this way, by excluding income and wealth redistribution from the binary scheme
security - freedom, it is not considered within the priority objectives of the social
policy. In fact, if redistribution of income and wealth were considered, it was just after

redistribution processes held inside the worker’s class itself and not through a vertical



redistribution perspective going from capital to work®. In consequence, citizenship’s
notion developed under the liberal’'s framework of concern towards security
constitutes the source of inspiration for social policy models that, by demanding
institutional mechanisms of social protection replace the social transformation goals
by objectives linked to social security and mobility which, in the couple citizenship-

employment found the basis for social ordering and integration.

“A wage society is not only a society in which most of the active population is
wage-earning. It is mostly a society in which the immense majority of the
population gains access to the social citizenship in first instance through the
consolidation of the work statute (..) Social State development is a strict
extension of the expansion of the protections. State, in its social role, operates
basically as a risk reducer, and through the obligations that it places and which are
guaranteed by laws, we arrive to the notion that “State, itself, is a vast

insurance”” (Castel, 2004: 44).

This wage society might be tremendously unequal and, at the same time, strongly
protective. It is not a society of equals, it is rather a society of peers as related to

protection; hierarchies and social differentiation remain:

“(...) main role of the Social State had not been to carry-on the redistribution
function that is granted to it frequently. In fact, public money redistributions
made had very little impact on the hierarchical structure of the wage society. By
contrast its protector role has been essential (..) [Social citizenship] has
rehabilitated the “non-owner class” condemned to permanent social insecurity,
providing it with the minimum of resources, opportunities and rights necessary to
constitute, in the absence of a society of equals, a society of peers men”” (Castel,

2004: 47).

2 “(...) The States of welfare had not been as egalitarian as expected and the redistribution policies had
not suppressed social inequalities. A vertical redistribution of income has not taken place. Income has
rather been redistributed horizontally among the same working class (...) Failure of public expense in
public welfare (Health, education, housing and transportation) might be explained basically from its
inability to reduce the influence of the unequal spread of wealth. Individuals or family monetary income
should be the focal point that an egalitarian policy must address (...) More likely, if wealth redistribution
is desired, the best effective strategy might be the direct redistribution of income” (Montagut, 2000:
72).



Basis of this social citizenship model were anchored in two complementary social
phenomena: i) sustained economic growth, employment and the possibility to
anticipate ascending, vital and inter-generational social mobility paths, and i)
acquisition of social protections by means of individuals’ affiliation to state, partisan,
professional, union, family, neighborhood or class type associations. These are the
socio-economic basis of a liberal citizenship, and any aspect that attempts against any
of the two mentioned conditions undermines the possibility of full citizenship’s

exercise.

Social protection, hence, constitutes a condition to citizenship, and when linked to the
notion of security it establishes a close relation with the social order under
implementation. Employment, by its part, becomes the corner stone of the social
security and mobility model being established. Frontiers of the modern social policy
get defined. And the root of the social order that such social policy model will
reproduce lies in the same principle that provides for its foundation: The

interiorization of the work ethics.

The contribution principle has never given the way to an alternative social policy
model. Under the triad citizenship — employment — security each configuration of the
welfare regimes constitutes an institutional extension of a social policy model which
reproduces capitalist’s social control and governance. This conclusion leads then to the
next questions: Where can we find the origin of a social policy to act as a catalyst for
social transformation? Which is the clue to configure a social policy model beyond the
frontiers imposed by capitalism, its one-dimension concern for security, and its
restrictive perspective of citizenship’s notion? Is it feasible to think in an emancipating

social policy model?

2. Social Policy and Social Transformation

What is Social Policy? In theory it is possible to distinguish two definitions that go

beyond the economic view of the social policy as the public administration of the social
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assistance, but that differ in regard to maintaining, or not, the existing order: Social
policy may be understood as the “set of measures that by affecting society’s structures
attempts the modification of contradictions or problems generated in its inside” or, on
the contrary, as the “set of measures that without affecting the current order, attempt
to absorb, and even correct, the generated conflicts, meaning by this that they support
governance” (Montagut, 2000: 22). By establishing a direct link to the preservation, or
not of the social order, both perspectives oblige social policy’s analysis to be derived

from the examination of the society as a whole.

In the same manner as the social policy had been determined by the wider social
structure, its normative basis had evolved to establish a direct link with the theories of
justice and the notion of citizenship. In last instance both concepts end up with the
definition of criteria addressing distribution and access opportunities to power, wealth
and status within a social environment well defined both, structurally and
institutionally. Nevertheless, although that along history social policy has acquired
distinct characteristics that reflect the conditions of the wider social environment,
there is a common factor shared by all its modern developments: Its indisputable
vocation towards the defense of the work ethics. “History of the State of welfare and
citizenship is connected to the history of the development of employment societies”
(Montagut, 2000: 41). Exercise of full citizenship implies access to employment, which
in turn indicates the existence of an equality and justice model that historically has
adhered to the contribution criteria that serves as normative model for the building of

the social policy, in general, and of the State of welfare in particular.

However, from this angle, there is a partial correlation between security, risks and
social class. And therefore, it is appropriate to ask to what extent does the notion of
citizenship hide the notion of social class, eliminating through this means the
transforming nature of the social policy, and limiting its action field just to the
mechanisms for risks redistribution as a function of the disturbing changes or
contingencies in the productive labor activity, without questioning the need to rethink

and modify society’s basic structures.
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Question, then, is how to recover social policy’s transforming dimension guaranteeing
compatibility and coexistence with an egalitarian system for horizontal transfer of risk
and an egalitarian system for vertical distribution of wealth. Possibility to build a
transforming social policy not connected to the traditional aspirations of governance
and control lies in overcoming the proportional contribution principle (connected to
the work ethics) which had always served as the corner stone for the modern social
policy. Under this premise it is feasible to progress, also, towards the goal to guarantee
in an unconditional and universal manner the “right to existence” for each individual of

the society without regard to its disposition to work.

This is one of the aspects inherent to the social and political philosophy defender of
the Citizen’s Basic Income. From it, the possibility to reinvent the State of welfare
“taking a step forward” arises: This means, making advance towards progress, even
overcoming those alternative perspectives which, despite of openly rejecting the social
policy neoliberal model, demand the implementation of universal and mutual regimes
that remain tied-up to the contribution principle, as it happens — in perfect coherency
with the aforementioned citizenship category — with the nowadays so called “Rights

Approach” (Douzinas, 2010).

In addition to the rejection of the governmental connotation and social control that
surround the couple employment — social policy, it is possible to find pragmatic and
normative arguments that help to split off such connection and converge into the
citizen’s basic income proposal. From the pragmatic view, capitalism inherent
contradiction has been pointed out in terms of its inability to attain full employment
and to, simultaneously, strengthen income and the required demand to guarantee the
realization of commodities (Offe, 1997). Likewise, from this pragmatic dimension the
ever more well-known dilemma employment — equality is stressed (Esping-Andersen,
2000). From a normative view, a perspective has been offered, which, upon
consideration of the multiple ideas of good life (well-being) that abound among
individuals and upon considering employment as a scarce good to which all individuals
have right, conceives work as an income producer asset over which it is legitimate to

establish taxes subject of being equally redistributed among all the members of the
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society (Van Parijs, 1996). The above elements of the criticism to the contribution

principle will be presented next.

3. Unemployment, “work as an asset” and citizen’s basic income

Foundations of contemporary social policy® result contradictory in terms of the
sustainability and reproduction of the capitalist socioeconomic system in an ample
sense: Possibilities of employment generation starting from supply (deregulation and
flexibilization of labor markets) are opposed to the level of income and demand
strength required to guarantee the realization of commodities and to give dynamism
to the system (Offe, 1997). Moreover, active labor policies — even with increase in the
level of profit — are scorned given that under the conditions of sustained full
employment the social, politic and economic dominating powers of capitalists become
deteriorated (Kalecki, 1943). In fact, informality appears as a phenomenon entirely
connected to the logic of capitalist accumulation which introduces in the profit
function the comparative advantages of labor markets segmented into several “labor
pathologies”: unemployment, underemployment, not registered employment (Lo
Voulo, 2006). At last, others have underlined the ever better known dilemma

employment — equality (Esping-Andersen, 2000; Agénor, 2005).

The irresoluble and contradictory nature of this situation allows determining the
ineffectiveness of the citizenship’s notion in a context in which it is impossible to
guarantee full employment. “Whenever unemployment comes through the door,
citizenship leaves through the window”. And unemployment is not the unique
problem: Contemporary society might be understood as a historic configuration
characterized by the dichotomy equality — employment. In effect: “in North America
exclusion from labor market is less dramatic than the increase in wages inequalities,

the decrease of real salaries and the growing army of poor workers. In Europe the

* Under the premises of the Washington Consensus, social policy must obey to the imperatives of fiscal
austerity, the strengthening of the capital markets, the implementation of individual risk management
mechanisms and the increase of individual productivity to gain easy access to flexible labor markets. The
theories of “social management of risk” and “investment in human resources” have collected such
imperatives and constitute the foundation columns of the so called “fight against extreme poverty”.
Refer to Behrman (1993), Banco Mundial (2000).
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security network for social benefits is capable of stopping the inequalities tide, but the
reduced yields of its labor market induces a mass exclusion” (Esping-Andersen, 2000:

130).

The question turns now on how appropriate is it to look for solutions to these
contradictions and dilemmas in the same labor markets. Is not it more appropriate to
accept the irresoluble question of full employment under the capitalist mode of
production and, in tune with the overcoming of the dilemma employment — equality,
look for alternative models of social policy beyond the contribution principle? If these
guestions are considered pertinent, and the implicit answer that they carry on is
accepted, it results clear that the change in the social policy and the social
transformation that will come after it transcends evidently the economic sphere and,
in keeping with what had been presented along this document, will demand changes
at cultural, politic, social and normative levels. The catalyzing element for these
changes is the turn into a new cultural and normative comprehension of labor. It is
required, then, an institutional reorganization of labor life marked by moral and

cultural connotations (Offe, 1997).

Before the insufficiency of the work force demand and the persistence of the open and
hide unemployment, solution goes through the weakening of the work offer’s volume.
To this end both, social recognition connotations and the possibilities for
materialization of economic and social rights must be disconnected from employment

I

and labor contracting. Progress must be made towards breaking the “wage
dependence” over economic and social rights. The universal and unconditional system
of social policy would be compatible with this postulate and could reduce work offer
and advance towards the guarantee of voluntary full employment®. How could this

change of paradigm in the social policy be justified from a normative point of view?

4 “(...) the idea that states that access to life goods and values must be granted only when individual has

been capable to successfully place its own work force in the market is not morally valid. Why should all
useful activities that human beings are capable of doing be threaded through the eye of the needle of a
labor contract? Or, why is it considered fair to reserve consumption possibilities, social security and
social recognition to those that have asserted themselves in the labor market? (...) If all adult citizens do
not have the “right to work”, but they effectively have the right to participate as applicants to obtain it
in the competition for occupation, then all those that voluntarily resign to participate in the competition

14



Society is made up of multiple individual ideas, all of them equally valuable, of good
life. Through the application of the difference principle in its Theory of Justice, Rawls
configured a normative model of social policy, ideal for spare time and idleness lovers.
Criticisms received regarding the alleged unfair treatment imposed to the more
“hardworking” and “productive” individuals led to a subsequent modification of the
difference principle by part of Rawls, adding the spare time to the list of primary social
goods. By doing this Rawls resigns to the transforming power of its original theory of
justice, and falls on the governmental grounds of the contribution principle and the
proportionality norm. It is in this point where Van Parijs (1996) vindicates the social
and normative scope of the difference principle originally presented by Rawls, and
under the notion of the “work as an asset” claims, from a normative point of view, for
a right to existence through which, without regard to its disposition to work, each
individual of the society is duly entitled to the same right in order to materialize its

ideal of good life. The main idea is the following:

“There is a legitimate, non arbitrary, and in general, positive level of basic income
determined by the value per capita of the external assets of the society and which
must be entirely financed by those who take ownership of said resources” (Van

Parijs, 1996: 127).

And principle’s reinterpretation in labor work is the following:

“Insofar as jobs are scarce, those who have them, take ownership of an income
that is lawfully subject of taxes addressed to increase substantially the legitimate

level of the basic income” (Van Parijs, 1996: 118).

for occupation will favor those that wish to continue participating, under obvious better conditions
given precisely by the resignation of the former. Consequently those who withdraw are entitled to
consideration for their favor. This consideration should be conceived as a citizen right to a basic income
disconnected from any previous requisite (necessity, family obligations, etc.), financed through taxes
and in an amount enough to attain a modest life along the period of withdrawal from the labor market”
(Offe, 1997: 26).
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Unemployment’s existence implies an unfair situation of inequality access to the
means required to develop the individually valued notion of life. In this sense, in
addition to the natural resources and the inherited wealth or legacy, employment
becomes a “third asset” generator of income to which many individuals can not gain
access due to the own impossibilities of the economic system to generate full
employment, or due to the cultural and social norm (unfair and not impartial) that
gives prevalence to a “contributory” life notion over a life notion branded as “idle”.
The contribution principle, besides rewarding those who have an “expensive taste”
which favors the occupation of scarce jobs, grants an unjustified privilege to the
“freedom to win” at the expense of freedom to enjoy spare time. There is a breach of

the fair impartiality towards the diverse notions of good life (Barry, 1997).

With the purpose to transcend the unfair character of a society based on employment,
Van Parijs (1996) proposes as a counterfactual condition, a job auction in which each
individual of the society, under equal conditions, will compete for job income and
accepts, on payment disposition, the establishment of a tax on such income. Such tax
will be used to finance a citizen’s basic income that will cover even those that are not
competing for jobs given that they have to be compensated for offering others the
“plot of job” which belonged to them originally, and for showing a clear lack of interest

for the said expensive taste.

Income for Work income Income to be made if labor
work = (pecuniary and non - market was transparent
access pecuniary income) (Full employment)

A tax is imposed on this income. Tax is equal to the competitive job price established

in the auction, and will be used to finance the citizen’s basic income.

“What matters (...) is not that people should work, but that they should have the
right to work in the strong sense of having a real opportunity to do so. Exerting or
not exerting the right to work is everyone’s privilege, and in no way it should be

displaced by the right to have an income” (Van Parijs, 1996: 157).
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From a normative point of view the possibility to grant a citizen’s basic income to each
one of the members of the society rests defended. Actually this alternative may be
conceived as a “canonic” proposal susceptible of justification from several theories of
justice (Raventds, 2001). This fact points out that the problem of employment and the
work ethics, more than being connected to deep normative discussions, constitutes an
issue of social convenience: reproduction and maintenance of the existing capitalist
order. Nevertheless, another argument in favor of the contribution principle may be
raised: From an economic view it may be argued that such principle guarantees social
protection models more economically equitable, stable and sustainable given its strict

rewarding of the labor effort, but, is this argument really indisputable?

4. Economic myths of the contribution principle

Basic income constitutes an innovative proposal born in the left wing and aimed to the
“decommodification” of individuals and the offering of opportunities to live and
materialize their rights irrespective of labor market. Citizen’s basic income is an
alternative which leaves aside the contributory dimension of the traditional State of
welfare (in each of its institutional and historic materializations) and the mercantile
and merit-based character given to the social and economic rights inside its borders.
In this sense, it may be assured that the contribution principle includes the rights as
part of a wider set of criteria and plunge them to diverse mechanisms of individual
merit which ignore necessity and poverty, finally adhering to a determined labor,

politic and moral record:

“Immediate consequence is that the contribution principle which was initially
conceived to give an answer to the “social problem” did not have anything to do
by itself with the fight against poverty and necessity (..) Social reform was
proposed initially to reduce poverty and unemployment, but precisely the poor
and unemployed (or temporary and unstable employees) were excluded from the
contributory protection, which, nevertheless, included those relatively privileged

with clear electioneering criteria and puritan morality” (Noguera, 2001: 69).
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Although social policy founded in the contribution principle results more
comprehensive and decent than policy inspired in welfare assistance and charity
thesis, the changes and challenges characteristic of the labor markets in the
contemporary society impose serious limitations to its possibilities for universal

implementation.

What are the limits of the contribution regimes? In one hand, the failure of the
assumptions of the contribution model (full employment) prevents its extensive
materialization. Unemployment and informality hang over as insuperable threats in
contemporary societies. In addition, before the huge levels of inequality, poverty and
misery which characterize the contemporary world, the contribution principle is not
properly a redistribution factor. Redistribution efficacy of the State of welfare has
never been evident. Differences in the realization of the economic and social
protection rights acquired under the existence of the contribution principle constitute
a reflection of the wage inequalities present in the labor markets. Contribution
systems do not have per se an intention of redistribution effect for the population, in
fact, “contributions become a regressive tax when compared to the general taxation
on income: contributions classes are proportional to salary which turn them in a

specially punishing fact for worst paid workers” (Noguera, 2001: 86).

If progress is expected in the levels of equality it is fundamental to define a marked
trend towards equalization of salaries. Basis to advance in this goal would consist in
promoting increase of the minimum wage; increase of the share of the indirect salary
in the total salary; modalities to guarantee transfer of indirect salary to non wage-
earners or to wage-earners victims of unfavorable situations; extension of the
contribution model to informal wage-earners, and suppression of the pro-cyclical
character of the social expense (Lautier, 2005). However it is the ascending
equalization of salaries the most important factor to explain the dichotomy
unemployment — equality, which implies the emergence of new challenges and
problems for the social policy and, in last instance, the impossibility for materialization

of the contribution principle.
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It is feasible to add a set of myths to the limits inherent to the contribution principle

related to its supposed stability, equity and assurance:

* It is said that social protection systems based on the contribution principle
would be more stable and would never be subject to the changes of the
economic and political cycle. This is true only if the fund always remain in
surplus. However, in a pension system (either shares or capital based) there is
never a “real” fund. Resources are permanently being used in countless
economic activities that might generate losses or capital decreases. Likewise,
these models are not protected against strong demographic changes, and their
self-sustainability has been placed into doubt every time that the State had

assumed the losses or had acted as last instance guarantor.

¢ Generally, system is considered to be fair and equitable based on the idea that
each beneficiary receives according to its contribution or contributory effort.
However, the idea of the inexistence of arbitrary transfers among individuals
becomes distorted by making clear that all funds make redistribution (either
regressively or progressively) as they make their calculations based on the most
recent labor life or by establishing minimum limits. Hence, it is matter of
concern that misfortune of some individuals by the time of ending their
productive cycle constitutes the financing tool for lucky individuals who had

high income jobs by the time their ended their labor life’.

* In regard to assurance it is considered that systems based on the contribution
principle offer an income level that tends to reproduce the previous salary
preventing sharp falls in the customary level of life. This is not true either:

Given that there is no proportional relation between previous contributions

> Under the possibility to assure that contributory pension systems have a redistribution interest, “what
should be posed is, if set up for redistribution, would not it be clever to make it directly through the
taxation system which is simpler, progressive and avoids the regressive and unintended consequences
of contribution systems?” (Noguera, 2001: 82). The basic income takes as foundation a simple system of
taxes and transfers. This will not imply, though, inexistence of complementary capitalization savings or
income voluntary to individuals. Basic income would be totally compatible with these economic and
wealth alternatives.
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and benefits it might be expected that the reproduction level of the previous

salary is not equal for all.

From a normative point of view, the contribution principle is based on the notion of
proportionality and defends “the ideal of a society in which the opportunity of each
individual to access advantageous positions and their associated rewards depends
entirely in its talent and effort” (Noguera, 2001: 88). This notion, however, results
guestionable as actually it incorporates a principle of monetary contribution and not of
real work or effort. The notion of proportionality is victim of a mercantilist distortion

that associates “effort” with the capacity to produce or disburse money”:

“(...) social security incorporates a principle of monetary contribution instead of a
real work or effort contribution; when referring to the relative “contributory
effort” of each worker either a mistake is made, or at least a right-minded
metaphor is expressed, given that: a) Salaries paid in a market economy do not
necessarily reflect the amount of effort and intensity of work and in some
instances they are inversely proportional to them, b) As contribution classes are

Ill

proportional, the real “contributory effort” is smaller as income or contribution

base is higher, hence, those who will receive lower benefits exert a higher
“effort”, and c) there is a high volume of social work (household and voluntary)
which does not generate income and therefore does not generate any
contribution either. All in all, it is a mercantilist distortion to associate “effort”
with the “capacity to pay money”, which is what really rewards productivity”

(Noguera, 2001: 89).

Similarly, it is complicated to weight the exact contribution of each individual in
situations of a high technology inheritance and a work organization highly efficient and

socialized.

5. On the transforming potential of basic income

Vindication of the transforming dimension of the social policy lies in scorning the

liberal notion of citizenship and, by this means, breaking the close and deep
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connection that has been historically established between contribution principle, the
myths that support it, and the social policy. This process requires pointing out the
contradictions inherent to the capitalist system in order to solve the full employment
challenge, as well as the risks that such situation represents in terms of the possibilities
for the accumulation and practice of hegemony. It requires, as well, the recognition of
the normative coordinates that prove the act of injustice derived from supporting the
right to existence in the productive consideration and in the hierarchy slant imposed
by a merit-based model defender of the work ethics that acts on the diverse notions of
good life. Under these parameters the individual, unconditional and universal basic
income model constitutes a fundamental element for contemporary renewal of the
social policy in terms of its reunion with its transforming dimension. Which are, then,
the virtues and potential paths for social transformation projected through the

implementation of the citizen’s basic income?

e C(Citizen’s basic income is the institutional materialization of a fair society with real
freedom for all: By leximinizing the opportunities within the restrictions imposed
by formal freedom, citizen’s basic income reconciles the ideals of efficiency,
freedom and equality, and favors the implementation of vertical redistribution

dynamics to accompany the horizontal risks redistribution models.

¢ On this basis, citizen’s basic income will become a key factor for the transformation
of the traditional State of welfare, and will ensure, though, the attainment of the
goals that have been customary assigned to it. On the traditional State of welfare:
Every individual must have the opportunity to work and get an income sufficient to
live, hence, State must guarantee full employment. In any case, all individuals have
the right to live, therefore, considering individuals than cannot work, State must try
to ensure access to a minimum income to all individuals, sufficient to live. On a
society with basic income: Every individual has the right to live and the State must
try to guarantee a basic income, sufficient to live. In any case, all individuals have
the right to work as to improve their income; therefore State must try to ensure

access of all individuals to employment (Pinilla, 2004). This way, citizen’s basic
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income will act as a conciliation factor in the dilemma full employment —

unequality.

Implementation of the citizen’s basic income will imply overcoming the Bismarck’s,
Beveridge’s and neo-assistance welfare models, and setting up a “Paine’s” social
protection model. Beyond charity, focalization, assurance, wage-earning or
universality on the public welfare and social protection systems, Thomas Paine, in
the eighteenth century, defended a social system in which all individuals entitled to
income or wealth must resign on mandatory basis to a portion of their income or
wealth to build a fund used to grant unconditionally a basic income to all members

of the society as an inalienable right (Van Parijs, 2001).

According to Van Der Veen and Van Parijs (1986), the transforming potential of
basic income is so broad that by means of its implementation a “capitalist road to
communism” may be defined. As authors propose, it is possible to leave aside the
orthodox defense of socialism as the only means to appropriately materialize a
communist society and set up a society model inspired on the higher maxim of
communism: “from each one, according to their capacity, and to each one
according to their necessity”. This Principle, in last instance, implies rejection of
the contributory work as necessary condition for fulfilment of needs and the
practice of real freedom. Final aim of socialism is elimination of exploitation; in
other words the step towards taking ownership of the entire social product by part
of workers. Now, more than the simple eradication of exploitation, the communist
model of society vindicates the end of the alienation, which means the end of the
promotion of productive activities in exchange of external rewards (pecuniary or
non-pecuniary). This perspective will leverage the production potential of
capitalism to configure a society ruled by the communist maxim. The main concern
lies on real freedom in opposition to pure egalitarianism. Instead of proposing a
collective ownership of production means a collective ownership of the social
product is posed as the adequate means for materialization of the Marxist ethics’

ideal.
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From the point of view of the industrial organization, an individual basic income,
unconditional and universal, offers the rearrangement of work under the relations’
framework that traditionally work has had with capital. In fact, the formal legal
equality that bourgeois assigns to the capital — labor relation will be improved with
a higher degree of material equality which would avoid, at least during a first stage,
proletariat’s separation from means of life. This situation would not guarantee
work’s abolition but eradication of mandatory salary relations, in other words,
relations which pose work as a requirement and not as a right. In addition, work’s
negotiating position would strengthen-up, making less asymmetric its relation to
capital: Basic income would improve workers’ negotiating force by increasing the
waiting time during negotiation, reducing its aversion to risk, and favoring the
acquisition of greater advantages in the disagreement’s base line (Casassas y

Loewe, 2001).

Citizen’s basic income would enable the recognition of efforts that under the
traditional work ethics had not been granted a consistent status, for example the
voluntary and household work. This fact is especially significant, particularly when
considering the growing importance of the so called “third sector” (NGOs,
voluntary associations, etc.) as a complement of the household, mercantile and
state scenarios in the provision of welfare in complex societies. The implicit
recognition made to these efforts through the implementation of the citizen’s basic
income would grant a higher autonomy to actors and will decentralize the field and
practice of the social policy. Community cooperation logics will be established,
supported by public institutions and through the implementation of security
networks, and formal and informal social welfare sources will get combined under
a broader framework of neighborhood, quarter, and local “familiarity” (Herrera y

Castdn, 2003).

In general, demand subsidies offer a larger freedom of election to programs’
recipients as they are more deeply connected to market and are granted in money.
In contrast, supply subsidies which are delivered by State under the more complex

framework of public policies and are primarily delivered in kind, strengthen social
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bonds and solidarity relations in communities. However, although demand
subsidies favor freedom, they may generate antisocial behaviors, and supply
subsidies, despite of their strengthening of social ties, may impose restrictions to
individual freedom. Under the basic income scheme stress related to subsidies
gets solved in a large extent given that by offering a monetary income — not in kind
— and unconditionally delivered by the State based on a simple taxation and
transference system, both virtues of each subsidy system are guaranteed: freedom

of election and strengthening of solidarity and social bonds.

¢ Finally, the universal, unconditional and individual character of the citizen’s basic
income will prevent the emergence of adverse selection and moral risk problems
typical of the focalization systems. Likewise, it will discourage the poverty trap and
the social stratification and stigmatization that focalization policies generate, and
will leverage on the redistribution characteristics inherent to universal models
strategically established: For Latin America “the higher levels of progressive public
expense are closely related with the coverage extension. Hence, the best
focalization is, indeed, universality. Focalization (...) must play a subsidiary role

under this scheme” (Ocampo, 2008: 52).

6. Conclusion

It should not be understand that citizen’s basic income is the necessary and sufficient
condition for the entire reconfiguration of the social policy in the contemporary world.
It is assured only that its institutional implementation will vindicate the transforming
dimensions of the social policy by breaking the contribution principle. Well then,
necessary and sufficient conditions to rearrange social policy in current world include
the attainment of goals related to the implementation of a progressive and universal

fiscal policy®; the guarantee of voluntary full employment; the implementation of a

® For Latin America’s case, Servén (2008) proves that taxation structure has an inexistent incidence in
terms of progress towards societies with better levels of income distribution. In fact, the distribution
function of the taxation structure in Latin America is negatively affected by the existence of narrow
taxation basis and low levels of collection, by the prevalence of low progressive taxation structures —
even regressive — and by inappropriate focalization practices of social expense. When calculating the
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universal and mutual social policy; the implementation of a non pro-cyclic social policy;
the increase in the equality of income resulting from the first level of appropriation
mechanisms (market); the increase in the direct monetary transferences that

complement income, and the strengthening of middle classes.

Moreover, a closer look to the specific social problems affecting the diverse population
groups (ethnic groups, emigrants, displaced population, women, childhood, elders);
the problematic concerning environment, and the debates on the models for territorial
ordering lead to the conclusion that basic income constitutes a courageous measure of
social policy which is reasonable and publicly defensible, and that must be
accompanied and complemented by measures of diverse nature: redistribution of
land, women equality, education access and quality, habitat improvement and
housing, deepening of decentralization process and territorial strengthening, among

others (Laguado, 2004).

This is the magnitude of the challenge: exceed the residual, compensatory and
individualistic character of social risk management and investment in human
resources; recreate the macroeconomic, population and territorial conditions to build
a fair, mutual and universal social policy and, under the imperative of recovering the
transforming dimensions of the social policy, redefine a model which transcends the
contribution principle and offers an alternative to the diverse historical and
institutional configurations of the State of welfare and the social protection systems,

“moving a step forward”.

Gini coefficient before and after fiscal policy, Servén concludes that in Europe Gini reaches 0.46 before
fiscal policy and drops to 0.31 after it. For Latin America case, Gini’s coefficient before fiscal policy
reaches 0.52, figure that is kept in 0.50 after it. This fact proves the basically inexistent impact of taxes
and transferences in redistribution terms across the region, and the need to include the fiscal policy as
the corner stone of any social policy truly committed with redistribution.
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